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POUCHED TO ALL CONSULTATES IN CANADA FOR INFO 

E.O. 11652: N/A 

TAGS: EINV, ENRG, ETRD, CA 

SUBJ: PRINCIPLES OF INTERNATIONAL BUSINESS CONDUCT 

REF: OTTAWA 2681 

1. IN ANNOUNCING IMPLEMENTATION PHASE II OF INVESTMENT 
REVIEW ACT, ITC MINISTER GILLESPIE TABLED IN PARLIAMENT 
NEW "PRINCIPLES OF INTERNATIONAL BUSINESS CONDUCT" TO RE- 
PLACE "GUIDING PRINCIPLES OF GOOD COPORATE BEHAVIOR IN 
CANADA" ISSUED BY FORMER MINISTER ROBERT WINTERS IN MARCH 
1966. GILLESPIE TOLD HOUSE OF COMMONS THAT "PRINCIPLES" 

ARE NOT TO BE CONFUSED WITH FIRA GUIDELINES; THEY PROVIDE 
"AN ADDED INDICATION OF THE SORT OF BENEFITS THE 
GOVERNMENT LOOKS FOR UNDER FIRA" BUT THEY ARE DIRECTED AT ALL 
FOREIGN-CONTROLLED ENTERPRISES DOING BUSINESS IN CANADA 
WHETHER INVOLVED WITH FIRA OR NOT. GILLESPIE SAID REVISED 
PRINCIPLES REFLECT NEW DEVELOPMENTS SINCE 1966 AND NOTED 
INTER ALIA THAT 1966 PRINCIPLES DID NOT LAY PARTICULAR STRESS 
ON NEED FOR SUBSIDIARIES TO HAVE MORE AUTONOMY OR 
"SUFFICIENTLY UNDERLINE THE NEED TO IDENTIFY MORE CLOSELY 
WITH CANADA. ECONOMICALLY. SOCIALLY AND CULTURALLY." 
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GILLESPIE ALSO CALLED SPECIAL ATTENTION TO NEW PRINCIPLE 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


14 REGARDING TECHNOLOGY-RELATED ACTIVITIES WHICH 
CORRECTS ' MAJOR OMISSION" FROM OLD PRINCIPLES. 

2. FOLLOWING IS TEXT OF NEW PRINCIPLES: 

BEGIN QUOTE 

FOREIGN-CONTROLLED BUSINESSES IN CANADA ARE 
EXPECTED TO OPERATE IN WAYS THAT WILL BRING SIGNIFICANT 
BENEFIT TO CANADA. TO THIS END THEY SHOULD PURSUE 
POLICIES THAT WILL FOSTER THEIR INDEPENDENCE IN DECISION- 
MAKING, THEIR INNOVATIVE AND OTHER ENTREPRENEURIAL 
CAPABILITIES. THEIR EFFICIENCY, AND THEIR IDENTIFICATION 
WITH CANADA AN THE ASPIRATIONS OF THE CANADIAN PEOPLE. 

WITHTIN THESE GENERAL OBJECTIVES, THE FOLLOWING 
PRINCIPLES OF GOOD CORPORATE BEHAVIOR ARE RECOMMENDED 
BY THE CANADIAN GOVERNMENT. FOREIGN-CONTROLLED FIRMS 
IN CANADA SHOULD: 

1. PURSUE A HIGH DEGREE OF AUTONOMY IN THE 
EXERCISE OF DECISION-MAKING AND RISK-TAKING 
FUNCTIONS, INCLUDING INNOVATIVE ACTIVITY AND 
THE MARKETING OF ANY RESULTING NEW PRODUCTS. 

2. DEVELOP AS AN INTEGRAL PART OF THE CANADIAN 
OPERATION AN AUTONOMOUS CAPABILITY FOR TECH- 
NOLOGICAL INNOVATION, INCLUDING RESEARCH, 

DEVELOPMENT, ENGINEERING, INDUSTRAIL DESIGN AND 
PREPRODUCTION ACTIVITIES; AND FOR PRODUCTION, 

MARKETING, PURCHASING AND ACCOUNTING. 

3. RETAIN IN CANADA A SUFFICIENT SHARE OF 
EARNINGS TO GIVE STRONG FINANCIAL SUPPORT TO THE 
GROWTH AND ENTREPRENEURAIL POTENTIAL OF THE 
CANADIAN OPERATION, HAVING IN MIND A FAIR RETURN 
TO SHAREHOLDERS ON CAPITAL INVESTED. 

4. STRIVE FOR A FULL INTERNATIONAL MANDATE FOR 
INNOVATION AND MARKET DEVELOPMENT, WHEN IT WILL 
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ENABLE THE CANADIAN COMPANY TO IMPROVE ITS 
EFFICIENCY BY SPECIALIZATION OF PRODUCTIVE 
OPERATIONS. 

5. AGGRESSIVELY PURSUE AND DEVELOP MARKET 
OPPORTUNITIES THROUGHOUT INTERNATIONAL MARKETS 
AS WELL AS IN CANADA. 
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6. EXTEND THE PROCESSING IN CANADA OF NATURAL 
RESOURCE PRODUCTS TO THE MAXIMUM EXTENT FEASIBLE 
ON AN ECONOMIC BASIS. 

7. SEARCH OUT AND DEVELOP ECONOMIC SOURCES OF 
SUPPLY IN CANADA FOR DOMESTICALLY PRODUCED GOODS 
AND FOR PROFESSIONAL AND OTHER SERVICES. 

8. FOSTER A CANADIAN OUTLOOK WITHIN MANAGEMENT, 

AS WELL AS ENLARGED CAREER OPPORTUNITIES WITHIN 
CANADA, BY PROMOTING CANADIANS TO SENIOR AND 
MIDDLE MANAGEMENT POSITIONS, BY ASSISTING THIS 
PROCESS WITH AN EFFECTIVE MANAGEMENT TRAINING 
PROGRAM, AND BY INCLUDING A MAJORITY OF CANADIANS 
ON BOARDS OF DIRECTORS OF ALL CANADIAN COMPANIES, 
IN ACCORDANCE WITH THE SPIRIT OF FEDERAL 
LEGISLATIVE INITIATIVES. 

9. CREATE A FINANCIAL STRUCTURE THAT PROVIDES 
OPPORTUNITY FOR SUBSTANTIAL EQUITY PARTICIPATION 
IN THE CANADIAN ENTERPRISE BY THE CANADIAN PUBLIC. 

10. PURSUE A PRICING POLICY DESIGNED TO ASSURE 

A FAIR AND REASONABLE RETURN TO THE COMPANY AND 
TO CANADA FOR ALL GOODS AND SERVICES SOLD ABROAD, 
INCLUDING SALES TO PARENT COMPANIES AND OTHER 
AFFILIATES.IN RESPECT OF PURCHASES FROM 
PARENT COMPANIES AND AFFILIATES ABROAD, PURSUE 
A PRICING POLICY DESIGNED TO ASSURE THAT THE 
TERMS ARE AT LEAST AS FAVOURABLE AS THOSE 
OFFERED BY OTHER SUPPLIERS. 

1 1 . REGULARLY PUBLISH INFORMATION ON THE 
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OPERATIONS AND FINANCIAL POSITION OF THE FIRM. 

12. GIVE APPROPRIATE SUPPORT TO RECOGNIZED 
NATIONAL OBJECTIVES AND ESTABLISHED GOVERNMENT 
PROGRAMS, WHILE RESISTING ANY DIRECT OR INDIRECT 
PRESSURE FROM FOREIGN GOVERNMENTS OR ASSOCIATED 
COMPANIES TO ACT IN A CONTRARY MANNER. 

13. PARTICIPATE IN CANADIAN SOCIAL AND CULTURAL 
LIFE AND SUPPORT THOSE INSTITUTIONS THAT ARE 
CONCERNED WITH THE INTELLECTUAL, SOCIAL AND 
CULTURAL ADVANCEMENT OF THE CANADIAN COMMUNITY. 

14. ENDEAVOR TO ENSURE THAT ACCESS TO FOREIGN 
RESOUCES, INCLUDING TECHNOLOGY AND KNOW-HOW, 
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IS NOT ASSOCIATED WITH TERMS AND CONDITIONS 
THAT RESTRAIN THE FIRM FROM OBSERVING THESE 
PRINCIPLES. END QUOTE. JOHNSON 
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